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NO  SURFACE  USE  OIL  AND  GAS  LEASE 


This  NO  SURFACE  USE  OIL  AND  GAS  LEASE  ("Lease")  is  made  as  of  the  25tn  dav  of  March  .  (the 
"Effective  Date")  by  and  between  Thuan  Dac  Pham  &  Nqan  Kim  Pham.  husband  and  wife  ("Lessor,"  whether  one 
or  more),  whose  address  is.  3414  Mayflower  Ct..  Arlington.  TX  76014  and  Paloma  Barnett,  LLC,  ("Lessee,"  whether 
one  or  more),  whose  address  is  1021  Main  Street,  Ste.  2600,  Houston,  TX  77002.  Lessor  and  Lessee  are  sometimes 
collectively  referred  to  in  this  Lease  as  the  "Parties." 


1.  Leased  Premises.  Lessor,  in  consideration  of  a  cash  bonus  in  hand  paid  by  Lessee,  the  royalties  herein  provided, 
and  the  covenants,  agreements  and  obligations  of  Lessee  herein  contained,  and  subject  to  the  conditions  and 
limitations  hereinafter  set  forth,  hereby  leases  and  lets,  exclusively  unto  Lessee,  for  the  purpose  of  exploring,  drilling 
for,  producing,  and  marketing  oil  and  gas,  the  land  in  Tarrant  County,  Texas,  described  as  follows,  to  wit: 


0.2216  acres,  more  or  less,  also  known  as  Block  1,  Lot  7,  of  the  Mayflower  Meadows  Addition,  an  addition  to  the  City  of 
Arlington,  Tarrant  County,  Texas,  out  of  the  R.  R.  Ramey  Survey,  Abstract  Number  1343,  Tarrant  County,  Texas,  and 
amendments  thereof,  including  streets,  easements,  and  alleyways  adjacent  thereto,  and  any  riparian  rights. 


(and  referred  to  herein  as  "Said  Land,"  the  "Property, "  or  the  "Leased  Premises").  The  Leased  Premises  shall  include 
all  strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto.  Lessor  agrees  to  execute  at 
Lessee's  request  any  additional  or  supplemental  instruments  reasonably  necessary  for  a  more  complete  or  accurate 
description  of  the  leased  premises.  For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder,  the 
number  of  gross  acres  specified  above  shall  be  deemed  correct,  whether  actually  more  or  less. 

2.  Term.  Subject  to  the  other  provisions  contained  herein,  this  Lease  shall  be  for  a  term  of  thirty-six  (36)  months  from 
the  date  hereof  (the  "primary  term"),  and  for  as  long  thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are 
produced  in  paying  quantities  from  the  Leased  Premises  or  from  lands  pooled  therewith,  or  this  Lease  is  otherwise 
maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  Option  Clause.  Notwithstanding  anything  to  the  contrary  herein,  Lessee  is  hereby  granted  the  exclusive  option,  to  be 
exercised  prior  to  the  date  which  this  Lease  or  any  portion  thereof  would  expire  in  accordance  with  its  terms  and 
provisions,  of  extending  this  Lease  for  an  additional  period  of  two  (2)  years  as  to  all  or  any  portion  of  the  acreage  of  the 
Leased  Premises.  The  only  action  required  by  Lessee  to  exercise  this  option  being  payment  to  Lessor  of  an  additional 
consideration  of  the  sum  equal  to  the  original  cash  bonus  paid  to  Lessor  as  a  bonus  for  signing  the  Lease,  which 
payment  shall  cover  the  entire  two  (2)  year  extended  primary  term.  Should  this  option  be  exercised  as  herein  provided, 
it  shall  be  considered  for  all  purposes  as  though  this  Lease  originally  provided  for  a  primary  term  of  five  (5)  years.  If 
this  Lease  is  extended  as  to  only  a  portion  of  the  acreage  then  covered  thereby,  Lessee  shall  designate  such  portion  by 
a  recordable  instrument. 


4.  Minerals  Covered.  For  purposes  of  this  Lease,  "oil  and  gas"  means  oil,  gas  and  other  liquid  and  gaseous 
hydrocarbons  and  their  constituent  elements  produced  through  a  well  bore.  "Oil"  includes  all  condensate,  distillate  and 
other  liquid  and  gaseous  hydrocarbons  produced  through  a  well  bore.  "Gas"  includes  helium,  carbon  dioxide  and  other 
commercial  gases,  as  well  as  hydrocarbon  gases.  Expressly  excluded  from  this  Lease  are  lignite,  coal,  sulfur  and  other 
like  minerals.  Lessee  shall  have  no  rights  to  water  in,  on,  or  under  lands  of  Lessor. 


5.  Royalty.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall 
be  twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to 
Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to 
purchase  such  production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price 
then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of 
similar  grade  and  gravity;  and  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the 
royalty  shall  be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the 
point  of  sale,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  prevailing 
wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing 
in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase 
contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases 
hereunder. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing  plant 
in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  highest  of 
the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substance 
produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon 
the  higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products. 
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Notwithstanding  anything  to  the  contrary  herein,  in  no  event  shall  any  of  Lessor's  royalty  bear  any  part  of  the  costs  of 
SIn^'°fn  °r  anJf  P°st-Prodliction  costs-  deluding  costs  of  lifting,  gathering  dehydration,  compression,  separation 
delivery  transportation  manufacture,  processing,  treating  or  marketing,  or  for  construction,  operation  or  depreciation  of 
any  plant  or  other  facility  or  equipment  for  processing  or  treating  oil  or  gas  produced  from  the  leased  premises  or  lands 
pooled  therewith  In  no  event  shall  Lessor  receive  a  price  less  than  Lessee  in  sales  to  non-affiliates.  It  is  the  intent  of 
the  parties  that  the  provisions  of  this  section  are  to  be  fully  effective  and  enforceable  and  are  not  to  be  construed  as 
surplusage  under  the  principles  set  forth  in  Heritage  Resources  v.  NationsBank  939  S.W.2d  118  {Tex.  1997). 

^r^Mhno^in'/iKffiliatf  *  m?ns  (',  a  corP°ration-  J°int  venture,  partnership  or  other  entity  that  owns  more  than  ten 
percent  (10%)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (10%)  of  the 
outstanding  voting  interest;  or  (ii)  a  corporation,  joint  venture,  partnership  or  other  entity  in  which,  together  with  Lessee 
more  than  ten  percent  (10%)  of  the  outstanding  voting  interest  of  both  the  Lessee  and  the  otoccr^ 
venture  partnership  or  other  entity  is  owned  or  controlled  by  the  same  person  or  group  of  persons.  ' 

Lessee  must  disburse  or  cause  to  be  disbursed  to  Lessor  its  royalty  on  production  from  a  particular  well  not  later  than 
one  hundred  twenty  (120)  days  after  the  end  of  the  month  following  first  delivery  of  gas  from  the 

?     Lessh^kmust  dlsburee  or  cause  to  be  disbursed  to  Lessor  by  the  last  day  of  each  month  its  royalty  on 

*"for  which  Lessee  received  payment  in  the  preceding  month,  but  in  no  event  shall  royalty  be  paid  more  than 
sixty  (60)  days  after  the  last  day  of  the  month  of  production.  If  not  paid  when  due,  Lessor's  royalty  shall  bear  interest  at 

^cT?  Iawful^te  fr°mdue  date  until  Paid-  which  amount  Lessee  agrees  to  pay.  Acceptance  by  Lessor  of 

IvniL^  ?f  81  dUe  Sva"  n0t  aCt  as  a  waiver  or esl°PPel  of  its  ri9ht  t0  receive  interest  due  thereon  unless  Lessor 

expressly  so  provides  in  writing  signed  by  Lessor. 

HicfriS?1;  Lessee' or  \essefs  °,^rator'  from  a  Purchaser  or  a  pipeline  company  of  proceeds  of  production  for 

h Z I  ? SS°r  W'"  n0t  f?Ult  in„LeS$eei  °r  Le$See's  operator-  ac^uirin9  le9al  or  enable  title  to  those  proceeds 
thp  ?  s  operator  w.H  at  all  times  hold  the  proceeds  in  trust  for  the  benefit  of  Lessor.  Notwithstanding 

°y'  Ha^fUP  Cy'  °;°lh?r  bUSmeSS  failure  of  a  Purchaser  of  Paction  from  Said  Land  or  pipeline  compan? 
2?  rnS^r9  ProdrCt'on  fT  f a,d  Land'  Lessee      remain  ,iable     (H^ment  to  Lessor  for,  and  agrees  to  pay  Lessor 
fa  i,  ?pV^  nLte  ^sor  together  with  interest  if  not  timely  paid.  Lessor  retains  the  right  to  terminate  the  Lease  fo 
failure  to  pay  royalties,  after  a  period  of  wntten  notice  and  opportunity  to  cure  which  shall  not  exceed  sixty  (60)  days. 

nrnH,^Uf?ed  ^  !?d  H*!?  or  P00,ed  unit  that  Said  Land  *  included  therewith  shall  not  be  commingled  with  gas 
produced  from  any  other  lands  pnor  to  the  point  where  the  gas  produced  from  this  Lease  passes  through  the  meter 
which  will  measure  the  gas  for  calculating  the  payment  made  by  the  purchaser  of  gas  production 

HTltY-  'Iif*  end,?  thf  primary  term  or  any  time  hereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  but 
such  we  I  or  weHs  are  either  shut-.n  or  production  therefrom  is  not  being  sold  by  Lessee/such  well  or  wells  shal 

h^n  Hrn  SShnt  ? f  ?  1°  K6  F^"9  in/ayin9  W*nmes  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  dr.  led  but  not  traced  shall  be  deemed  incapable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee  then  Lessee  shal 

d'av  feriod  ^k*^  ($2k5  °0)  p6r  3Cre  thSn  C0Vered  bV  this  Lease  on  or  ^^7^^ 

day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or  wells  are 

mat;i°Xd^i0VherefT  iS,n0t  b6ing  S0,d  by  Lessee;  Provided'  however-  ^^^^^S^t^ 

°r  £  ^0dUCtl0,n  'S  being  SOld  by  Lessee  from  another  we»  ^  wells  on  the  leased  premises  or 
lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  o 

thaT^tht,0nS  °r  ?r0dUfIL°n-  Notwithstandin9  anvthing  to  the  contrary  herein,  it  is  expressly  utS^^S^ 

nf Innn  rn  T!*™  °1  ^  ^  LeSSe€  sha"  not  have  lhe  ri9ht  to  continue  this  Lease  in  force  by  payment 

of  shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecutive  years.  paymeni 

Jn  CTnf^Jl  ShUL'in  £r  °thef  r?yalty  Payments  under  this  Lease  shall  be  paid  or  tendered  to  Lessor  at  the  address 
in  Section  1  or  at  such  address  or  to  Lessor's  credit  at  such  depository  institution  as  Lessor  may  provide  written  notice 
of  from  time  to  time.  All  payments  or  tenders  may  be  made  by  check  or  electronic  transfer. 

L5f  ""T US.  Dri"i'Lq  Qbliq.ations-  lf  ^ssee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (a  "drv 
n^inTnt?6  ^  PremiS6S  "  Ms  P°°'ed  therewith'  or  if  a"  Production  (whether  or  not in payhg  quantities) 
5?S2^  °m  anI,CaUle'  mdUdin9  a  revision  of  unit  ^*™s  pursuant  to  the  provisions  of  IS  9  o 

the  action  of  any  governmental  authority,  then  in  the  event  this  Lease  is  not  otherwise  being  maintained  in  force  rtshal 

K t  S£T  'nh?rCe  *  L6SSe!  commences  °Perations  for  reworking  an  existing  well  or ScJfiS 

^^2^^n'12  °r  reSt^g  pr?dUCti°n  °n  thS  Leased  Premises  or  ,ands  P°°led  herewith  within  one 
*ft2?<f  I*    y  (J20)  J3*?  aft!r  comP|etlon  of  operations  on  such  dry  hole  or  within  one  hundred  twenty  (120)  days 
£         °      Produf on'  ,f  at  the  end  of  the  primary  term,  or  at  any  time  thereafter,  this  Lease  is  no' 
otherwise  being  ma.nta.ned  in  force  but  Lessee  is  then  engaged  in  drilling,  reworking  or  any  other  o^oerations 

maL°of  bJV  ChalCU'at^d  t0  °btain  °f  reSt°re  pr0duction  Uierefrom'  **»  Le^e  shan  remain  in  IrZ     long  Is  an^^ne  or 
3?f  It «  hoperat,°nS  arS  pr0SeCUted  with  no  cessa«on  of  more  than  one  hundred  twenty  (120)  conicS  days 
«  thil^    Ch  °Perat,ons  resu,ts  ,n  the  production  of  oil  or  gas  or  other  substances  covered  hereby,  as  long  hereafter 
11  u%lirTXl°H  'n  P^'ng  qUantitieS  fr0m  tne  Leased  Premises  or  lands  P°0|ed  therewith.  After  completfoTof  a 

Pr!^Tor  ?indfnU^9H,ntHPay,n?HqUantilieS  "^"^  Lessee  sha"  dri"  such  additi°nal  wells  on  the  Lease3 
Premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator  would  drill  under  the  same  or  simitar 

th^tTp  (a)  t°      ■' °Pwthe  L?aSed  PremiS6S  35  t0  formations  then  of  Producing  ir  pay™ Tquanti«eT  on 

bv  anv  wP^n^  ZHS  °\  h"*  W  lh.SreWith'  °f  (b)  t0  pr0tect  the  Leased  Premises  from  uncompensated  dSge 
IS  we  s  ,ocated  on  other  ,ands  not  pooled  therewith.  There  shall  be  no  covenant  to  drill  exploratory  wells  or 
any  additional  wells  except  as  expressly  provided  herein.  w^uiaiuiy  wens,  ur 

LS?^  LeSSt!  sl;al' have.the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  Leased  Premises  or  interests 
^—1  anyt  °?er  'and,S  °r  mtereStS'  and  aS  t0  any  or  aN  substances  covered  by  this  lease,  either  before  or  S 
SSTSTf  Pr°Dductlon'  whtnerr  Lessee  deems  i(  necessary  or  Pr°Pe^  to  do  so  in  order  to  prudentfy  devefop  or 
operate  the  Leased  Premises,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands  o 
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interests;  provided,  however,  that  the  entire  Leased  Premises  covered  by  this  Lease,  shall  be  included  in  any  unit 
created  pursuant  to  the  pooling  authority  granted  herein.  The  unit  formed  by  such  pooling  for  an  oil  well  which  is  not  a 
horizontal  completion  shall  not  exceed  eighty  (80)  acres  plus  a  maximum  acreage  tolerance  of  ten  percent  (10%)  and 
ZJL^  T?  °r  3  comP|etion  sna"  not  exceed  six  hundred  forty  (640)  acres  plus  a  maximum  acreage 

tolerance  of  ten  percent  (10%).  For  the  purpose  of  the  foregoing,  the  terms  "oil  well"  and  "gas  well"  shall  have  the 
meanings  prescribed  by  applicable  law  or  the  appropriate  governmental  authority,  or  if  no  definition  is  so  prescribed 
oil  well  means  a  well  with  an  initial  gas-oil  ratio  of  less  than  100,000  cubic  feet  per  barrel  and  "gas  well"  means  a  well 
with  an  initial  gas-oil  ratio  of  100,000  cubic  feet  or  more  per  barrel,  based  on  24-hour  production  test  conducted  under 
normal  producing  conditions  using  standard  lease  separator  facilities  or  equivalent  testing  equipment  and  "horizontal 
completion  means  a  well  in  which  the  horizontal  component  of  the  gross  interval  in  the  reservoir  exceeds  the  vertical 
component  hereof.  In  exercising  its  pooling  rights  hereunder,  within  one  hundred  twenty  (120)  days  of  first  production 
Lessee  shall  ft  e  of  record  a  written  declaration  describing  the  unit  and  stating  the  effective  date  of  pooling  which  may 
be  retroactive  to  first  production.  In  the  event  Lessor's  acreage  is  included  in  a  well,  all  of  Lessor'^acreage  shall  be 
included.  Production,  drilling  or  reworking  operations  anywhere  on  a  unit  which  includes  the  leased  premises  shall  be 
SI  ™'L  ^Production,  drilling  or  reworking  operations  on  the  leased  premises,  except  that  the  production  on 
wh  ch  Lessor's  royalty  is  calculated  shall  be  that  proportion  of  the  total  unit  production  which  the  surface  acres  covered 
by  this  Lease  and  included  in  the  unit  bears  to  the  total  number  of  surface  acres  included  in  the  unit. 

Pooling  in  one  or  more  instances  shall  not  exhaust  Lessee's  pooling  rights  hereunder,  and  Lessee  shall  have  the 
recurring  right  but  not  the  obligation  to  revise  any  unit  formed  hereunder  by  expansion  or  contraction  or  both  either 
n!m^  f er  commencement  of  production,  in  order  to  conform  to  the  well  spacing  or  density  pattern  prescribed  or 
permitted  by  the  governmental  authority  having  jurisdiction,  or  to  conform  to  any  productive  acreage  determination 
£25$  T  90vemmental, authority-  ln  m^ing  such  a  revision,  Lessee  shall  file  of  record  a  written  declaration 

frnJ K  h    !T  V  a?,d  Stat'n9  "If  6ffeCtiVe  date  0f  revision-  lf  ,he  leased  Premise*  are  included  in  or  exc  udeS 
l£T«fL7i  y„    ^    sut*.re?si0n' tne  Proportion  of  unit  production  on  which  royalties  are  payable  hereunder  shall 
JrUf    accordin*-  .'"  the  absence  °f  P^uction  in  paying  quantities  from  a  unii,  or  upon  permanen 

m      '  ^SSeS  m,3y  'l™'1316  the  Unit  by  filing  of  record  a  written  declaration  describing  the  unit  and  stating 
the  date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests.  l<*™  swung 

10.  Assignment.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred 

to  a'la  and/°r  by  d6p,h  °r  Z0n6'  and  ,he  ri9n,s  and  obli9ations  °f  the  Paries  hereunTr  shll  expend 

to  their  respective  heirs,  devisees,  executors,  administrators,  successors  and  assigns;  provided,  however  if  Lesee  s  to 
assign  any  part  of  this  Lease  to  any  third  party  other  than  Chesapeake  Energy  or  a  subsidiary  o  affiliate T  hereof  TshaH 
give  written  notice  and  a  copy  of  any  assignment  to  the  Lessor  within  sixfy  (60)  dats  of  asstanmenf  NoThanqe  in 
JES?- „°T na.Ve  Lhe  effeCt  0f  reducing  ,he  ri9hts  or  enlar9in9  ,he  °w'gations  of  lZS2TSJhSi23m 

certiffed  or duTanfhf  t  °",  thirty  (30)  dayS  after  Lesse°  has  been  fumished  the  original  or 

certified  or  duly  authenticated  copies  of  the  documents  establishing  such  change  of  ownership  to  the  reasonable 

satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in  Lessee's  usual  forn  o^ 
division  order.  If  Lessee  transfers  its  interest  hereunder  in  whole  or  in  part,  no  assignment^  LeseTwiH  rStTsee 
oblfgaton    V'  "       ^  aSsi9nment'  and  Ass^  is  Jointly  and  severally  liable  with  LesseeTa*  l££ 

rJrnrHt^n^i  Verticfa' Pudh  Cl*llsa-  Lessee  may,  at  any  time  and  from  time  to  time,  deliver  to  Lessor  a  file  of 
Bal  nr  =f  h  fh   °f  th'S  LefuSe  as  t0  a  fu"  or  undivided  interest  in  all  or  any  portion  of  the  area  covered by this 
Lease  or  any  depths  or  zones  thereunder,  and  shall  thereupon  be  relieved  of  all  obligations  thereafter  arisino  with 

SS?  °i  'n,er^  S.°  re'faSed'  'f  L6SSee  releases  a"  or  an  undMded  i^erest  in  les? ha aN ?th6 *area £?ve"ed 
6!i  ,S  °b  'ga  l0n  ?  Fay  °r  tender  snu,-in  r°yalties  shall  be  proportionately  reduced  in  accordant  with  me 
atinn? Tm TF*  tre?'ned  hereUnder-  ln  any  event'  uP°n  termination  of  this  Lease,  LesseeTs  suc?e^sors  or 
assigns  sha  I  deliver  to  Lessor  a  recorded  release  within  sixty  (60)  days  as  to  such  portion  or  portions  of  th^Leai 
which  have  terminated  under  the  terms  of  this  Lease.  Upon  the  expiration  of  the  primary  term  ofteLLse  uUntnl 
expiration  of  any  extension  or  renewal  of  the  primary  term,  or  after  cessation  of  opent  bns ^al  pSdTerefn 
T^  ^!?  ^}*'5  Lea$?,  $.ha" ,ermina,e  as  ,0  311  ri9nts  lvin9  be'°"  one  hundred  feet  (100')  below  erthern  the 

ea^vatent  of  the Z  V         °"      ^  premiSeS  °'  on  lands  P°0,ed  ""h  or  (2) 

equivalent  of  the  base  of  the  deepest  formation  producing  or  capable  of  producing  in  any  well  drilled  on  the  leased 

orira'tloL^hltt  PH°°'ed  ,WhiCheVer  iS  the  de6pest;  Provided'  ^weler,  TLslL  i  Ihen  engagedln 

Z ,  a$6d  P?.m'SeS  °r  0n  lands  pooted  'herewith,  this  Lease  shall  remain  in  full  force  and  effect  asto  a\\ 

depths  so  long  as  no  more  than  ninety  (90)  days  elapse  between  operations. 

12.  No  Surface  Use.  Notwithstanding  anything  to  the  contrary  in  this  Lease,  Lessee  shall  not  enter  upon  the  surface 

nLC£tUVer'  P'aCe  any-  S";UCtUre  °r  buildina  uP°n  °r  °™»**  a"V  operations  (USlr^^^nSS?? 
geophysical/seismic  operations)  on  the  Leased  Premises  or  within  six  hundred  feet  (600')  of  the  Leased  Premises  or 
any  other  residential  structure  located  within  the  same  subdivision  or  neighborhood  addition  as  the Teased  Premises 

~J   h*^  deVl°P  ',he  'eased  premises  b*  P°olin9'  as  provided  herein,  or  b dSfnal  or 
commenced  from  a  surface  location  on  other  lands.  Notwithstanding  anything  to  the  contrary  in  the ^Lease  Lessel H 
rlS™  horf°n  a'ly.  vertically,  or  at  an  angle  under  the  Leased  Premises  at  any  dep  h  tha *  S than  threl 
(  \  }  feHSt  Sf5*  'he  SUrfaCe-  Lessee  has  no  right  to  pipe,  transmit,  or  transport  gas  undt  the  Leased 
2ST   ,      y  ePt1 tha' 15  l6SS  *an  three  hundred  (300>  feet  below  the  surface.  Lessee  ^armakrall  reasfnabte 

m S^«n3SSrr  nei9hb0rh°°d  ^  °r  th0r°U9hfareS  ln  deVe,0pi"9  the  Leased  PreSa^ 


sh3all^eDufa^™ahTm^  With,  0pe'^°nS  related  to  the  drillina'  oompletion  and  reworking  of  wells 

snan  De  kept  to  a  reasonable  minimum,  taking  into  consideration  reasonably  available  eauioment  and  t«-hnni™™ 

anda^9fS  TStry'.he  'eVel  and  natUre  0f  ^elopment  and  surface  use  elslwheretn  the ^^l2S§S||  rtK 
and  the  fact  Lessee's  operations  are  being  conducted  in  or  near  an  urban  residential  area  If  Lessee  utfes  anv  non 

t^^tz^^xi^^ take  re— steps  to  ™*  - 

lhal.R^qU'aKtorYweqnirementS  and  Force  Ma'eur^-  Lessee's  obligations  under  this  Lease  whether  express  or  imolied 
shall  be  subject  to  all  appl.cable  laws,  rules,  regulations  and  orders  of  any  governmental  author^  ^jMSj 
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including  environmental  regulations,  setback  requirements,  restrictions  on  the  drilling  and  production  of  wells  and  the 
«  ^  ;-9a?K  *K°tl3er  subf funces  covered  hereby.  T°  *he  extent  any  such  laws,  rules,  regulations  or  orders  are 
less  restrictive  than  the  terms  of  this  Lease,  this  Lease  shall  control.  The  breach  of  this  paragraph  will  be  considered  a 
material  breach  of  the  Lease.  When  drilling,  reworking,  production  or  other  operations  are  prevented  or  delayed  by 
such  laws,  rules,  regulations  or  orders,  or  by  inability  to  obtain  necessary  permits,  equipment,  services,  material  water 
electricity,  fuel,  access  or  easements,  or  by  fire,  flood,  adverse  weather  conditions,  war,  sabotage  rebellion' 
insurrection,  not,  strike  or  labor  disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  production  or  failure  of 
purchasers  or  earners  to  take  or  transport  such  production,  or  by  any  other  cause  not  reasonably  within  Lessee's 
control,  this  Lease  shall  not  terminate  because  of  such  prevention  or  delay.  Lessee  shall  not  be  liable  for  breach  of 
any  express  or  implied  covenants  of  this  Lease  when  drilling,  production  or  other  operations  are  so  prevented  delayed 
or  interrupted.  Lessee  shall  take  all  reasonable  actions  to  remove  or  end  any  cause  of  force  majeure  as  soon  as 
reasonably  possible.  In  no  event  shall  this  Lease  be  perpetuated  by  an  event  of  force  majeure  for  a  period  of  more 
than  one  (1)  consecutive  year  or  three  (3)  years  of  cumulative  time.  No  obligation  of  Lessee  to  pay  money  that  has 
accrued  and  was  due  before  the  Force  Majeure  event  occurred  under  this  lease  will  be  excused  or  delayed  by  reason 
of  such  Force  Majeure  event.  J      y  ,caw" 

15.  Environmental  Compliance.  Lessee  shall  use  the  highest  degree  of  care  and  all  reasonable  safeguards  to  prevent 
tl0r!or  P° "ut,°"  ff  any  environmental  medium,  including  soil,  surface  waters,  groundwater  sediments,  and 
l^f^Z  subfhu1ace  strata  ambient  air  or  any  other  environmental  medium  in,  on,  or  under,  Said  Lands  or  lands 
^iTl '  y  3*Ky  W8Ste'  P°l,utant'  or  contaminant.  Lessee  shall  not  bring  or  permit  to  remain  on  Said  Lands  or 
lands  pooled  therewith  any  asbestos  containing  materials,  explosives,  toxic  materials,  or  substances  regulated  as 
hazardous  wastes,  hazardous  materials,  hazardous  substances  (as  the  term  "Hazardous  Substance"  is  defined  in  the 
Comprehensive  Environmental  Response  Compensation  and  Liability  Act  (CERCLA),  42  U  S  C  Sections  9601  et 

TrOt  J2L  Subfance^  under  federal'  state  or  loca'  "aw  or  regulation  ("Hazardous  Materials"),  except  ordinary 
products  commonly  used  in  connection  with  oil  and  gas  exploration  and  development  operations  and  stored  in  the 
MAxLof.T^^  qUanl'tieS  LESSEE'S  VIOLATION  OF  THE  FOREGOING  PROHIBITION  SHALL  CONSTITUTE  A 
npJpEMnAli  cBc^H,^D  °EFAULT  HEREUNDER  AND  LESSEE  SHALL  INDEMNITY,  HOLD T  HARMLESS  AND 
DEFEND  LESSOR,  ITS  AGENTS,  EMPLOYEES,  TENANTS,  GUESTS  INVITEES  AND  THEIF t  RESPFCTIVF 
SORS  AND  ASSIGNS  FROM  AND  AGAINST  ANY  CLAIMS  DAMAGES  JUDGMENTS  P^NAUHEif 
LIABILITIES,  AND  COSTS  (INCLUDING  RE  REASONABLE  ATTORNEYS  FEES  AND  COURT  COSTS)  CAUSED  BY 
25  £52^  °UT  °F  <1)  A  VI0LAT,0N  0F  THE  FOREGOING  PROHIBITION  OF t  (2)  THE  PR^C^Je 
OR  DISPOSAL  OF  ANY  HAZARDOUS  MATERIALS  ON,  UNDER  OR  ABOUT  SAID > LANDS !  OR !  LANdVpA™  Fn 
THEREWITH  DURING  LESSEE'S  OCCUPANCY  OR  CONTROL  OF  SAME   LESSEE  S^O^^S^ 

^S^R^^^  °R  GR°UND  WATER  MNTAWHNATON^ 

,  5S?fNCE  °R  RELEASE  0F  ANY  HAZARDOUS  MATERIALS  IN,  ON,  UNDER  OR  ABOUT  SAID  LANDS  OR 
^?iP°°LED  THEREWITH  DURING  LESSEE'S  OCCUPANCY  OF  SAM^N  OTNFOM*5^  WITH  THE 
REQUIREMENTS  OF  APPLICABLE  LAW.  THIS  INDEMNIFICATION  AND  ASSUMPTION  SH^WlTBUT^i 
NOT  LIMITED  TO,  LIABILITY  FOR  RESPONSE  ACTIONS  UNDERTAKEN  PURSUANT  TO  CERCLA  OR  ANY 
OTHER  ENVIRONMENTAL  LAW  OR  REGULATION.  LESSEE  SHALL  IM ME \D\AT^G{^  L^R^r^ 
DND°™OF  ANY  BREACH  OR  SUSPECTED  BREACH  OF-^J^^U^l^^Q^^ 
!2™Srl0F  ANY  HAZARDOUS  MATERIALS,  OR  UPON  RECEIVING  A  NOTICE  PERTAIN ING  TO  H/^ARDOUS 
MATERIALS  WHICH  MAY  AFFECT  SAID  LANDS  OR  LANDS  POOLED  THEREWITH    THE  OBLIGES  OF 

TH^  LEAsIREUNDER  SHALL  SURV'VE  ™E  t*™*™*  0R  EARLIER  IerS.ON  FOR  ANY  REASON  « 

ia   Indemnity.   LESSEE  AGREES  TO  INDEMNIFY  AND  HOLD  HARMLESS  LESSOR    AND  1  F^w* 

h*«h  mlcT^'VESl    SUCCESSORS,   AND   ASSIGNS   AGAINST  ^L  EDCPENSeI i    CLAIMS  DEMANDS 

npBnJI  !?'CA^  CAUSES  °F  ACTI0N  OF  ANY  NATURE  FOR  INJURY  TO  OR  DEATH  OF  PERSONS  AND  LOSS 
OR  DAMAGE  TO  PROPERTY,  INCLUDING,  WITHOUT  LIMITATION  ATTORNEY'S  FEES  FXPFr™ 

le°^fV^  LESSEE's  operat«ons  ON  SAID  lX^ 

LESSEES  MARKETING  OF  PRODUCTION  FROM  THE  LAND  OR  ANY  VIOLATION  OF  ANY  ENV^OMMFNtai 

^i-RoEMcENTS  BY  LESSEE-  AS  USED  IN  THIS  P AR AGR AP K  TH E  TEJR M^ESSE E  l NC Lll DES  L E SSE^^TS 
AGENTS,  EMPLOYEES,  SERVANTS,  CONTRACTORS,  AND  ANY  OTHE R  PERSON  AOTINP  mwrpp  S! 

DIRECTION  AND  CONTROL,  AND  ITS  INDEPENDENT  CONTRACTORS  DER  'TS 


ILi^TY,  I  n°oCe?-  rT'red  or  ^"P'3**1  by  this  Lease  shall  be  directed  to  the  party  being  notified  at  the 
address  identified  in  Section  1 ,  unless  notice  of  another  address  has  been  provided  in  writing  All  such  notices  shall  b! 
made  by  registered  or  certified  mail,  return  receipt  requested,  unless  another  means  of  delivery 7s  egress  W 

!8e  ^Warranty  of  Title.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  surface  or  mineral  estate  in 

nH  .nfnn  h  Ptrem; f  \°r,T* oPOrtl0n  °f  °r  interest  therein-  A"  warranties  *at  might  arise  by  w^ZlTbXS 
inc  ud.ng  but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its  successor),  a?e  exceed ItowZovM 

fnJ«Hn=ftaSei  LeS?6!  ack"ow,ed9es  th*  *  ^s  been  given  full  opportunity  to  investigate  and  tocond^ TsuS 
investigation  to  satisfy  itself  as  to  the  title  to  the  leased  premises.  Lessee  assumes  all  risk  of  title  failures 

19  g£n^Defau|ts.  Should  Lessee  at  any  time  fail  to  comply  with  its  obligations  hereunder  regarding  construction 
maintenance,  or  repair,  Lessor  shall  have  the  right,  after  giving  30  days  prior  written  notice  to  J^^SoS 
la<fnn  hf  eV6VS  necessary  to  fulfill  the  obligations  to  its  satisfaction"  and  Lessee  shall  be  liabte  to  lessor  for  Ihe 
EES?  and  necfsarv  flenses  thus  incurred  by  Lessor,  to  be  paid  within  30  days aft ^Le^^sM  1^2 
furnished  Lessee  an  itemized  written  statement  of  the  expenses. 

^LS^T9^'  Venue  for  any  dispute  arisin9  under  this  Lease  shall  lie  in  Tarrant  County  Texas  where 
^S^"^"  LeaS!  V"*™**-  At  an* tlme  ^at  any  obligation  of  the  Lessee  to  make  a  iwertftS 
not  be  complied  with  in  accordance  with  the  terms  of  the  Lease,  it's  agreed  and  understood I  that  I Lessee  w^nav  to 

*!ZLT^T°?f  th€  h!°*T  'aWful  rate  a,,owed  t0  be  cha^  to  Less*a  ^  Lessor  under  thTthen  Sng 
f^rai?,!S  Stat!  °f  TSXaS'  'n  add'ti0n' in  event  of  the  brea^h  of  any  provision  of  the  Lease w  to 
Lessor  all  costs  and  expenses  reasonably  incurred  including  reasonable  attorney's  fees  and  costs  of  c^rt  incurred I  £ 
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Lessor  for  the  enforcement  of  the  provisions  of  this  Lease.  It  is  agreed  and  understood  that  time  is  of  the  essence  in  the 
performing  of  each  responsibility  under  the  terms  of  this  Lease.  essence  in  the 

PremS£^nHLefhfer^Mll!k  *  P  T^f  records  of  a"  its  °P*"tk>ns  relating  to  or  affecting  the  Leased 

nlf^?'  t    e!U"f  thereof'  mclud'n9  but  not  limited  t0:  a"  geophysical,  geological,  geochemical  and 

dri  Hno  cZ?  Sf.'^T5  °\ analyS6S  th6re0f;  a"  land  ™s'  ««e  opinions'  andfflle  cu?ative  ma^al l\\ 
n  Si«  S=h  99  ?^9'  e!t"19  and  comP|et'011  r^ords;  all  production  records  showing  the  total  gross  production  the 
quantities  saved,  sold  and  used,  the  disposition  thereof,  and  the  sales  prices  or  values  thereof  all  pr^uction  sates 

tad^nTl3"*  0,h?r  reC°^S  and  38  ™y  be  Pr0per for  the settlement of  acc°unte 

to  determine  the  respective  rights  and  obligations  of  said  parties  hereunder.  During  the  primary  term  of  this  Lease  and 
for  as  long  as  oil  and  gas  is  produced  therefrom,  and  for  a  period  of  one  (1)  year  thereafter  Lessee  sha  I  makfa^  of 
such  records  and  data  available  to  Lessor  or  Lessor's  designee  for  examination  and  copyfng  in  Lessi  s  office!  at  a° 

Z? m^Mn^5  We" 38  a"  °'fher  rTrdS' rep0rts'  notes'  charts'  9raPhs'  maPs'  do^ts  pa^  and 

other  material  in  the  possession  of  or  under  the  control  of  the  Lessee  and  pertaining  to  the  Leased  Premises 

Lyi'SiS  !!  "  a9Td  tha'  neJ,her  the  Uase  nor  an*  of  its  terms  or  Provisions  shall  be  altered,  amended 
asstanf  If  Ip«« 1^  anv.d^1on  order  or  transfer  order  executed  by  Lessor,  Lessors  successors/agents,  o 
assigns.  If  Lessee  shall  require  the  execution  of  a  division  order  for  payment  of  royalty  payable  under  the  Lease  then 
the  only  form  of  division  order  permitted  for  Lessee's  use  shall  be  such  form  promulgated  by  the .  Stated Texls  anS 
set  forth  ,n  Section  91.402(d)  of  the  Texas  Natural  Resources  Code  as  amend'ed  from  t  me  to  time ^  Any  amendmenf 

fnSmmpn,  ^Th  °'  '^T^  °f  "*  ^  °'  0f  any  ,erm  °r  Provision  of  this  'ea^.  shall  be  made  onlyTy  an 
nrnnnT^  k  ^  denom.'I!atln9  lts  PurP0Se  a"d  effect,  describing  the  specific  terms  or  provisions  affected  and  the 
£223?       ?r  °l  mod,ficatlon  hereof-  and  e*e<^ed  by  the  party  against  whom  any  such  amendment  alteration 

fessl^aS^S^-  Notwifhstandin9  "Y»*S  stained  herein  to  the  contrary,  neither  Lessee  nor 
Lessees  assigns  shall  ever  require  a  subordination,  partial  release  of  lien,  release  of  lien  consent  or  other 

ST"011  fr0m  any  '?nder  °f  LeSSOr  that  nas  a  lien  on  said  land  as  a  condition  <o  Lesso^ece?vinrthe  agr^d 
signing  bonus  or  any  subsequent  royalty  payment.  However,  Lessor  will  cooperate  with  any  rSsonabte  efforts 
Lessee  to  obtain  same  from  Lessor's  lender  on  behalf  of  Lessor.  Y  reasonaDle  ef,ort  of 

It^^T^t  T,hiS  LS?!!  is0entered  into  in  the  state  of  Texas  and  shall  be  construed,  interpreted  and  enforced  in 
S an' M  the  'aws  °f  the  State  of  Texas  without  reference  to  choice-of-law  rules.  Should  any  of  the  provSons 
herein  be  determined  to  be  invalid  by  a  court  of  competent  jurisdiction,  it  is  agreed  that  this  shall  not  affecUh! 
enforceability  of  any  other  provision  herein  and  that  the  parties  shall  attempt  in  good  faith  to  ren^ofia te  that  dTovs™ 
ti«™Janed '°  bfh'nV,alid  t0  effe?Uate  the  purp0se  of  and  t0  a**™  to  ,he  la« '  ^  "9 such7ovfs or ThelecHon 
^^L^K^1^.rV8ntonCe  °n'y  ^  Sha"  n°'  by  them^^ determine  the  oorSS^SS 
wtl f"J  »  «  ?  y  e*ecu,ed  ln  one  or  more  counterparts,  each  of  which  shall  be  deemed  an  original  but  all  of 
^nii  nf ,Ute  T  a1d  !H?  33016  instrument  Singular  and  plural  terms,  as  well  as  terms  stetedTthe  mascu  ne 
t™se         9       •       ** read '°  inC'Ude  the  0ther(S)  as  ,he  context  re1uires  10  effectual  furpuTp^ses  of 

•The  rights  of  Lessor  under  this  Lease  shall  be  in  addition  to,  and  not  in  lieu  of,  all  rights  Lessor  mav  have  as  tn 
Z^aoT"  """^  16X33  'aW'  inC'Uding'  Wi,h0Ut  'imitalion'  VTCA  ^ru^Zu^  C^T^A0° 

^;lel!aHeKa"d  Disc^lqP-  LesSOr  acknowledSes  that  the  terms  of  the  Lease,  this  addendum  the  amount  of  the 
,  US  Pa'd  hereuunder'  and  311  other  terms  negotiated  with  Lessee  herein  the  "Negot ated  Terms")  with 
ArS  r>      T «'  W6re  °bta'ned  35  3  reSU"  0f  ne3°tiations  between  Lessee  and  the  groupK^ti^SSS 
Ariington  Property  Owners  aka  "SEAPO",  which  consists  of  a  committee  of  unpaid  volunteers  I  ?  clsideratio^ mf  tri 

TI  Jh *T„  9  Ne9°"ated  Terms  on  °ehalf  °f  Lessor,  Lessor,  on  behalf  of  themselves  and  each  of  (Mr^wftS 
W °use^'  oo-owners,  predecessors,  parents,  subsidiaries,  affiliated  corporations,  or  e^  J^taTSmS 
successors  partners,  principals,  assigns,  attorneys,  servants,  agents,  employees  heirs  consultenteand 
™-  does  ,hef  by  re'ease  and  forever  discharge  the  Southeast  Arlington  Propel  Owners  the  CommTee 
Members,  and  any  volunteers  representing  SEAPO  from  any  and  all  claims,  demands  oblfaatons bosses  causes  of 
acton,  costs,  expenses,  attorney's  fees,  and  liabilities  of  any  nature  whatsoever,  wMheFtart  on  contract ^  tort 
fSSTL™'  °h  Hef  °r  ?qui,able  th60ry  0f  recovery'  wh6t^er  known  °r  ^known,  past  pS  or  wS 
ArifnnTnn  P;  f,  ^  °'  "TZ  *  have  asainst  ,he  individual  Committee  Members  volunteer!  o  the  SoutheS 
Arlington  P  operty  Owners  which  relate  to,  arise  from,  or  are  in  any  manner  connected  to  (i)  the  Neqot Me6  Terns  !m 

m  ♦  6  Ne90tiated  TermS|  (iii)' the  inclusion  and/or  omission  of  anX  •«  w  h'  n  tZ ffiSlS  tL£ 

Ov)  any  activity  act  or  omission  ,n  any  way  related  to  the  Negotiated  Terms  or  the  negotiation  of  the  nXS  Terms 

AmllZ.      3"  repr6Sen,ations  made  Prior'  d^ing,  and  subsequent  to  Lessors  exe Cut  ^  oMhTs TaJe  and 


T^S??"  °F  LEA5E  !nd  n0t  the  actual  Lease  i^trument  with  its  addendum,  if  any,  shall  be  filed  of  record  in 
Tarrant  County,  Texas,  in  order  to  g,ve  constructive  notice  of  Lessee's  leasehold  interest  in  the  property 
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*  WITNESS  WHEREOF,  this  Lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution 
shall  be  binding  on  each  signatory  and  the  signatory's  heirs,  devisees,  executors,  administrators,  successors  and 
assigns,  whether  or  not  this  Lease  has  been  executed  by  all  parties  hereinabove  named  as  Lessor 


lessee:  Paloma  Barnett,  LLC 

Bv:  A^¥f 

Printed  Name:  Brvto*  2_ 

Title:    Ajfafn  +  y-  n~~fi~± 


LESSOR 


ZL 


STATE  OF 


(INDIVIDUAL  ACKNOWLEDGEMENT) 


COUNTY  OF 


This  instnjmentwas  acknowledped  before  me  on  the  _A_  day  of  ^  y>  n       200J£,  by 


MARY  LARUE  CLARK 

Notary  Public,  State  of  Texas 

w 

My  Commission  Expires 

Myy  12,  2010 

<1 


Notary  Public,  State  of  Texas 
Notary's  Name  Printed:;?), 
Notary's  Commission  Expires: 


2j± 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 


(CORPORATE  ACKNOWLEDGEMENT) 


This  instrument  was  acknowledged  before  me  on  the 

— -*>"M  v^'  ■  ±u<s*C,  ,  the  ^ 

on  behalf  of  said  corporation. 


day  of^_ 


,    ,  .          /l  >         .200*  hy 

^(Office)  of     f  :  >        .v  *  ./ 


Notaty  PubfcJ  State  of  Texas 

Notary's  Nafofe  Printed: 

Notary's  Commission  Expires:  3"  ^  S"(  Pi- 
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